
CHANGING PATTERNS OF STAFFING

Rural hospitals in the 1990s are faced with mounting pressures related to the

growth of managed care, capitation, and other payment arrangements that fix in

advance the amount of reimbursement a hospital will receive for a patient's care.

As less care is delivered on a fee-for-service basis, hospitals need to ensure

that they are providing care as efficiently as possible without sacrificing quality.

The shorter hospital stays discussed above are one way in which rural hospitals

are working to improve efficiency; recent changes in staffing levels represent

another.

Table B: Rural Hospital Staffing Trends, 1991 and 1994-1995

Full Time 1991 1994 1995 % Change % Change
Equivalents 1991-95 1994-95

Registered Nurses 109,527 124,887 129,511 18.2% 3.7%

Licensed Practical 41,560 41,006 41,062 -1.2% 0.1%
Nurses

Physicians 1,761 3,543 5,194 194.9% 46.6%
(employed)

Other 374,646 395,018 410,059 9.5% 3.8%

Total 527,494 564,454 585,826 11.1% 3.8%

FTEs per 1,000 69.5 68.7 67.7 -2.6% -1.5%
Adjusted Admission

Slower declines in admissions accompanied by rapid growth in outpatient visits

have meant that rural hospitals have added personnel in the 19905 (table 8).

Relative to patient volume, however, the number of full-time equivalent
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employees (FTEs) actually decreased between 1991 and 1995. The ratio of

FTEs to adjusted admissions (a measure of patient volume that includes both

inpatient and outpatient care) declined by 2.6 percent during this period.

Another noteworthy staffing trend at rural hospitals has been the tremendcus

growth in the number of physicians on hospital payrolls. In 1995, rural hospitals

employed 5,194 physicians, almost triple the corresponding 1991 figure. The

increase reflects changes in the practice environment for physicians brought on

primarily by the spread of managed care. Physicians are finding the

administrative demands and discounting for managed care arrangements

bU!'densome. As a result, physicians are increasingly opting for other

Cilternatives, such as group practices or employment by hospitals or health plans.

FINANCIAL TRENDS

Hospital Expenses

By shortening hospital stays, referring patients when appropriate to lower-cost

outpatient or long-term settings, and matching staffing levels to patient volume,

rural hospitals have been successful in slowing the growth of inpatient costs per

case in the past few years (table 9). Cost-per-case growth in both 1994 and

1995, at 1.9 percent and 1.3 percent respectively, was below the rate of inflation

in the general economy for those years as measured by the Consumer Price

Index (CPI) which rose 2.6 percent in 1994 and 3.0 percent in 1995.
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Table 9: Rural Hospital Cost per Case', by Sed-size 1991-1995

Hospital Sed Size 1991 1992 1993 1994 1995

6 to 49 Beds $2.921 $3,141 $3.270 $3,344 $3,427

50 to 99 Beds $3,209 $3,492 $3.628 $3,714 $3.834

100+ Beds $3.752 $4.091 $4,365 $4,444 $4.492

Total Rural Hospitals $3,474 $3.782 $3.992 $4,068 $4,121

Percent Change
Cost per Case

6 to 49 Beds

50 to 99 Beds

100+ Beds

1991 to
1992

7.5%

8.8%

9.0%

1992 to
1993

4.1%

3.9%

6.7%

1993 to 1994 to
1994 1995

2.3% 2.5%

2.4% 3.2%

1.8% 1.1%

Total Rural Hospitals 8.9% 5.6% 1.9% 1.3%

* Cost per Case is calculated by dividing Total Expenses by Adjusted Admissions.

Growth 'in total rural hospital expenses also slowed in recent years. Total

expenses rose 6.7 percent in 1995, compared with 9.1 percent in both 1992 and

1993 (table 10).

Table 10. Total Rural Hospital Expenses, 1991 to 1995

Year Total Expenses % Change

1991 $26.363,516,139 Not Applicable

1992 $28.770.936.194 9.1%

1993 $31,398,442,411 9.1%

1994 $33,419,288,000 6.4%

1995 $35.654,426,534 6.7%
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Payer Mix

Rural hospitals are heavily dependent on government sources of revenue, and

this dependence has increased since 1991 (table 11). In 1995, government

sources, including Medicare, Medicaid, and other public programs, accounted for

53.1 percent of net patient revenues received by rural hospitals. This

percentage was up from just over 47 percent three years earlier. Medicare

represents the single largest payer of rural hospital services, reflecting the

relatively high concentrations of elderly residents in rural areas.

Rural hospitals also serve a high volume of uninsured patients which is reflected

in hospitals' uncompE:Jnsated care burdens. In 1995, the costs of

uncompensated care, which includes both bad debt and charity care, amounted

to 5.7 percent of rural hospital expenses. This figure was up from 5.3 percent in

both 1991 and 1994.

Table 11. Distribution of Net Patient Revenue at Rural Hospitals, 1991 and 1995

Payer Type 1991 1995

Medicare 37.3% 42.1%

Medicaid 9.2% 11.0%

Other Government 0.9% 1.2%

Self Pay 9.0% 6.9%

Third Party 40.0% 35.3%

Other Non-Government 3.4% 3.5%
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Revenue Margins

Slower growth in hospital expenses since 1991 has resulted in gains in revenue

margins for many rural hospitals. At the aggregate national level, the rural net

patient margin, which expresses the extent to which revenues from patient care

exceed or fall short of hospital expenses, rose from -0.6 percent in 1991 to 1.0

percent in 1995 (table 12). The aggregate total net margin (which includes

contributions, grants, and other revenues not made on behalf of individual

patients) also increased, rising from 5.3 percent in 1991 to 6.4 percent in 1995.

Table 12. Aggregate Revenue Margins for Rural Hospitals in 1991 and 1994-1995

--------------'_..._--------------
Hospital Margin

Total Margin

Patient Margin

1991

5.3%

-0.6%

1994

5.4%

0.2%

1995

6.4%

1,0%

Individual hospital margins indicate however, that many rural hospitals continue

to operate at a loss. Patient care revenues fell short of covering expenses at

55.6 percent of rural hospitals in 1995. Even after adding in nonpatient sources

of revenue, 23.3 percent of rural hospitals reported deficits in 1995.

SYSTEM, ALLIANCE, AND NETWORK PARTICIPATION

Rural hospitals continue to build relationships with other hospitals, physicians,

and other health care providers. For instance, 25.7 percent of rural hospitals
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belonged to health care systems3 in 1995. and 22.8 percent were members of

ailiances4 (table 13). Belonging to a system or alliance can provIde smaller

hospitals with such benefits as access to management and marketing expertise

and economies of scale in purchasing. In addition, rural hospitals are

increasingly forming health networks5 as a means of improving the deliv.3ry of

·:are In their communities. In 1995, 22.8 percent of rural hospitals participated in

1ealth networks, up from 17.6 percent just one year earlier.

-:-able 13: Rural Hospital System, Alliance, and Network Participation by Bed-size, 1991
and 1994·1995

Rural Hospitals 1991 1994 1995 % Change %Change
1991·95 1994·95

System Members

3 to 49 Seds 156 146 161 3.2% ~ n .... rJl
'v j ,0

:0 to 99 Beds '83 193 203 111 % ~2%

! 00+ Beds 190 200 211 11.1% :: - JI
.~.:J ,0

Total System 529 539 575 8.5% 3 5~/o

, A system IS a corporate body that may own and/or manage health provider facliitles or health'
~elated subsldianes as well as nonhealth-related facilities, including freestanding facilities and/or
sUDsidlary corporations.

'~n alliance is a formal organization, usually owned by shareholders/members, that works on
jehalf of its individual memoers in the provision of services and products and the promotion of
activities and ventures.

5 A network is a group of hospitals, physicians, other providers, insurers, and/or community
3gencies that work together to coordinate and deliver a broad spectrum of services to L,lelr
.;ommunlties.
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Rural Hospitals 1991 1994 1995 % Change %Change
1991·95 1994·95

System Members

6 to 49 Beds 156 146 161 3.2% 10.3°/
0

50 to 99 Beds 183 193 203 11.1'% 5.2°~

100+ Beds 190 200 211 11.1% 5.5°·~

Total System 529 539 575 8.5% 6 -01.:J 0

Alliance Member

6 to 49 Beds

50 to 99 Beds

100+ Beds

Total Alliance

Network Member

89

105

185

379

144

134

209

487

172

132

206

510

93.3%

25.7%

11.4%

35.4%

19.4%

·1.4%

6 to 49 Beds

50 to 99 Beds

100+ Beds

Not Available

Not Available

Not Available

151

122

120

206 Not Available

156 Not Available

148 Not Available

36.4%

27.9%

23.3%

Total Network Not Available 393 510 Not Available

Note: Network participation data were not collected in 1991.

CONCLUSION

29.8%

From 1991·1995, changes in utilization, staffing and finances have required

hospitals to make continued adjustments in the way in which care is delivered.

Inpatient use is leveling and outpatient use continues to rise rapidly. Rural

hospitals appear to be adapting well to new utilization patterns and the
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cost cutting. Networking activities will be of major importance in this

environment. Such activities offer a means of ensuring that care is delivered in

the most cost-effective setting, that patients have access to a full continuum of

health care se",ices, and that care is monitored and managed across settings so

that quality problems or disruptions in care can be avoided.
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3.8 million uninsured and underserved people in rura:
communities.

This information is collected annually from our health centers.
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Health Center Program Statistics*
FY 1995
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Urban Rural Total

Grantee Organizations 333 (46%) 389 (540/0) 722 w
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Grant Awards
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People Served 4,3) 3,000 (53%) 3,806,000 (47%) 8,119,000 ~
~

Service Delivery Sites 1,032 (47%) ) , 172 (53%) 2,204

iia
U)

Health Center Grant Funds (millions) $4) 2.0 (54%) $344.5 (46%) $756.5 ~
'"'-

R
~
1

Other Funds (mill ions) $912.4 (52%) $841.1 (48%) $1753.5

Total Funds-(millions) $1324.4 (53%) Sl185.6 (47o/a) $2510.0
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0
0
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• Includes Community/Migrant Health Centers, Health Care (»

"

for the Homeless, Health Services for Residents of Public H.

Housing, and Healthy Schools, Healthy Communities Programs
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Subject: Rural Teaching Hospitals

Date: September 5, 1996

FAX Number: 202530-0518

To: John Clark

Number of Pages Following this Cover Sheet: 4

John -

A list ofrural teaching hospitals is attached. The list reports the hospital name
(MNAME), city (MLOCCITY), state (MLOCSTCD; a list ofthe states' codes is also attached,
following the list) ar d. zip code (MLOCZIP). I've also attached a list of our definitions of
teaching hospitals. Please note tha.t these hospitals are acute care, general, non-Federal
institutions.

I hope you r..nd this information useful. Please let me know ifyou have any questions.

From:

Kevin G. Serrin
Research Associate
Association ofAmerican Medical Colleges
Division ofHealth Care Affairs
2450 N Street, N.W.
Wasbington, DC 20037-1126

Phone: 202 828-0541
FAX: 202 828-4792
internet: kgserrin@aamc.org



SEP-Q5-96 THU 11:28 AAMC 2450 N5T NW WASH ~AX NO. 2028280898 p, 02

-> L:I:ST
_> VARIABLEs=mname mloccity mlocstcd mloczip
-> ICASES~ BY 1
-> I FORMAT= WRAP ONNUMBERED •

3:729 bytes of memory requirea for the LIST procedure.
3,5B4 bytes have already been acquired.
144 byees remain co be acquired.

l':~BEC VAI"L'S'f MEDICIot. CENTER AUCUSTA
MID-MAINE MeDICAL CENTER WATERV!LLE
WATP.VILLE OS'I'Eo HOSPITAL WATER'nu,,£
CONCOR~ HOSPITAL CONCORD
~Y HITCHCOCK KEX HOSPITAL LEBANON
M.~Y IMOG~ BASSET! HOSPITAL COOPERSTOWN
oUAN GENERAL HOSPITAL OLEAN
NATH1\N LI'I'TAUER HOSl?ITAL GLOVERSVILLE:
BENEDICTINE HospITAL KINGSTON
KINGSTON HOSPITAL ~:I:N~STON

CHAMPLAIN vt.Y PHYS HSP MED C'I'R PLATTSBURGH
CLEARFIELD HOSPITAL CLEAlU'IELD
GEISINGER MEDICAL CENTER DANVILLE
GOOD SAMARITW REG MED C!:NTER POTI'Svn.LE
ROBERT PACKER HOSPITAL SAYRE
WAYNESBORO HOSPITAL WAYNESBORO
CL.UION HOSPITAL CLARION
ALLEGHANY REGIONAL HOSPITAL LOW MOOR
NORTHAMPTON-ACCOMACK MEM HOSP NASSAWAOOX
UNITED HOSPITAL CEN1.·~ CLA:ilJ(SBURG
LOOAl'~ G!:NERAL HOSPITAL LOGAN
MONONG.N:.IA GENERAL HOSPITAL MOr..GANTOWN
WEST VIRGINIA UNIV HOSPITALS MORGANTOWN
ROANOKi-CHOWAN MOSPI~ A?~SKIE

Ml-RTIN GEN!~ HOSPITAL W1::::.LIAMSTON
SEL? MEMORIAL HOSPITAL GREENWOOC
FAIRFIELC MEMORIAL HOSPITAL WL~S80RO

FLoVn MEDICAL CENTER ROME
nRELANDS COMHONITY HosPITAL SANDUSKY
0' BLENESS MEMORIAL HOSPITAL ATH'iNS
l'f.ARY RtJTAN HOSPITAL BELLEFONTAINE
MRDICAL CENTU HOSPITAL CHILLICO'l'HB
HOLZER MEDICAL CENTER GALLIPOLIS
KNOX COl!JMtjNITY HOSPITAL MOUNT VERNON
WYANDO"r MEMORIAL HOSP1TAL UPPER SANtlUSXY
FAYETTE COUNTY ~ HOSPI'l'},L WASHINGTON CT HOUSE
BETHESDA HOSPITAL z;..NESVILLE
GOOD SAMARITAN MEDICAL CENTER ZANESVILLE
BLESSING HOSPITAL QUINCY
MEMORIAL HOSP OF c~NDAl.i CARBONDALE
CARSON CITY HOSPITAL CARSON CITY
COMM HLTH com. OF BRANCH CN'!'l' COLDWATER
w.RQUX'I"I'E G~ HOSP:ITAL MARQTJE'1"I'E
NORTHERN MICHIGAN HOSPITAL PETOSKEY
ST JOSEPH'S HOSPITAL MARSKFIELD
EPHRAIM MCDOWELL REG M!I) C'rR DANVILLE
AlU! REGIONAL MEDICAL CENTER HAZARD
REG KED CTR OF HOPltINS CNT'l MADISONVILLE
ST CLAIRE MEDIC).r. CENTER MOREHEAD
RICHLANDS REGIONAL MED CENTER PRESTONSBURG
V}"UGHAN ~GIONAL MEDICJ-.L CTR SELMA
NORTR MISSISSIPPI MEn CENTER TU~~~o

ST FRANCIS MF.'OICAL CENTER BRECKENRIDGE
NORTH IOWA MERCY HLTH cm MASON ern:
CAPITAL REGION MlmICAL eTa JEFFERSON CITY
PHELPS CNTY REGIONAL MEn CN'm ROLLA
S1: ilNO~' S HEALTH CENTEit aoTt'INEAtI
ST LUKE'S TRI-STATE HOSPITAL BOWMAN
TOWNER COUNTY MDt HOSPITAL CANDO
cARRINGTON H2ALTH CENTER <:AARING'1'ON
PEMBINA CN'I'Y MEM HOSPITAL CAVALIER
MERCY HOSI?ITAL oEVILS t.AKE
ST JOSEPH'S HOSP ~ HEALTH cm OICXINSON
ONr'I'r MEDICAL CENTER GR.:u"l'ON

MI,OCSTCD MLOCZIl?

11 04330
11 04901
11 04901
12 03301
12 03756
21 13326
21 14760
21 12078
21 l2401
21 12601
21 12901
23 16830
23 17822
23 17901
23 18840
23 1726B
23 162U
3' 24457
34 23413
35 26301
35 25601
35 26505
35 26506
36 2H1O
36 27892
37 7.9646
37 29180
38 30165
41 44870
41 45701
41 4)3ll
41 45601
41 45631
41· 43050
41 43351
41 43160
U 43701
41 43701
43 62301
43 62902
44 n811
44. 49036
U 49855
44 c.9770
45 54449
Sl 40422
51 41701
51 424301
51 40351
51 41653
53 36701
54 38801
61 56520
62 50401 ,
63 65101
63 65401
64 59319
64 58623
64 58324
64 sun
64 58220
64 59301
64 58601
64 5S237
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SAlCAlCAWEA MEDICAL C~ F_~ZE:N 64 5B545
WEST RIVER PlEGIONAl. MEn C'11'l HE'I"nNCER 64 58639
JAMESTOWN HOSPITAL JAMESTOWN 64 58401
HILLS50Ro COM1'1'Jt"'IT'f HOSPITAL HILLSBO~O 64 SS04S
UNIMEtl MEDICAL cENTER MINOT 64 S8702
CAVALIER COUNTY ME!! HOSPI:TAL !.ANGOON 0'4 587.49
LINTON HOSPITAL LINTON 64 SeS52
COMMUNI"N MDIOiUAL HOSi't'TAL LISBON 64 58054
UNION liOSPIT1\L MAYVILLE 54 Si2S7
TRINITY M!:DICAL CE:NT!R XINOT 64 58701
k'l=(£SENTAn:oN lttDIC1U. CEN'I'ER ROLU 64 58367
HEART OP A..~ICA MEDICAL CNTR RUGBY 64 58368
TIOGA }U:DICAL CENTER TIOGA 64 SSSS2
MERCY HOSPITAL VALLE'f CIn' 64 58072
WI:SHEK COM!roNI'l'l{ HOSPITAL WISHEK 64 5849S'
BROOKmGS HOSPITAL iROOKINGS 65 57006
PRAIRI! LAKES HOSPITAL WATERTOWN 65 57201
SACUI:l HEART HEAL'l'R SERVICES YANKTON 65 57078
GOOD SAMARITAN HEAL'nl SYSTEMS K~ 66 6ii4'
SAINT FRANCIS MED!CA!. CENTER GRAND IST.AND 66 68803
ASBURY-SALINA REG MEDICAL CTR SALINA 67 67401
ST JOliN' S REGIONAL HEALTH CTR SALINA 67 67401
MEDICAL CTR OF SOUTH ARKANSAS EL DORADO 71 71730
ST 5PNARDS REGIONAL MED CTR JONESBORO 71 72401
JANE PHILLIPS MEDICAL CENTI:R 3ARTLESVILLE 73 74006
81\11lNOCK R!:GIO~ MEDICAL CTR POCATELLO 82 83201
POCATELLO REG K!:DICAL CENTER POCATELLO 82 83201
VAIL VAt.LEY MEDICAL C:EN'I'ER VAIL 84 91657
WRAY COMMUNITY DIST HOSPITAL WRA'i 84 SO,S8
ST CHARLES MEDICAL CEN'l'ER SEND 92 97701
MERLE WEST MEDICAL CENTER KLAMATH FALLS 92 97601
JOHN C FREMONT HEALTRCARE KARIPOSA 93 9SJ3S

NUDlber of c;aSQ$ read: 98 NUmber of CI:UJ'lllS )isted; 98

Preceding task required 6.15 seeon~ elapsed.
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PAGE 41

STATE AND REGION CODES

A.L\1ElUCAN HOSPITAL ASSOC1ATION
1994AJ,VNUAL SURVEY OF HOSPITALS

REGION 1 REGION 4 REGIONS
(NEW ENGLAND) (EAST NORTH CENTRAL) (MOtJNrAIN)

11 MAINE 41 OHIO 81 MONU\NA
121'l"'EW HAMPSHIRE 42 INDIANA 82 IDAHO
13VERMONT 43 JllINOIS 83 WYOMING
14MASSACHUSEnS 44 MICHIGAN 84 COLORADO
15 RHODE ISLAND 45 WISCONSIN 85 NEW MEXICO
16 CONNECI1CUT 86 ARIZONA

87 UTAH
88 NEVADA

REQION2 RSGION 5 REGION 9
(MID ATLANTIC) (EAST SOUTH CENTRAL) (pACIFIC)

21 NEWYOR.K 51 KENTUCKY 91 WAS~GTON
22 NEW' JERSEY 52 TENNESSEE 92 OREGON
23 PENNSYLVANIA S3 ALABk'vIA 93 CALIFORNIA

S4 MISSISSIPPI 94 ALASKA
95 HAWAII

REGION 3 REGION 6 REGION 0
(SOUTH ATLANTIC) (WEST NORTH CENTRAL) (ASSOCIATED AREAS)

31DELAWARE 61 MINNESOTA 03 MARSHALL ISLANDS
32 MARYLAND 62 IOWA 04 PUERTO RICO
33 DIST. OF COLUMBIA 63MISSOURl os VIROm ISLANDS
34\lIROINIA 64 NOR.TH DAKOTA 06 GUAM (It

35 WEST VIRGlNIA 6:5 SOum: DAKOTA 07 AMERICAN SAMOA n C
36 NORTH CAROLINA 66 NEBRASKA %:1
37 SOlJTH CAROLINA 67 KANSAS >%

z>38 GEORGIA
a~39 FLORIDA "'(itO

REGION 7
."

(WEST soum CENTRAL)

71 ARK.A!~SAS

72 LOUISIANA
73 OKLAHOMA
74 TEXAS -CIt

c:
~m
-<

IE: 9/19/95
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G. NOTE CONCERNING TEACHING HOSPITALS

The AAMC Division of Health Care Affairs, which houses the Council of Teaching Hospitals and
Health Systems (COTH), Group on Faculty Practice and the Section for Resident Education,
provides policy analysis on graduate medical education financing and other hospital and
physician issues. The data in this Section include the findings from the COTH Survey of
Housestatf Stipends, Benefits, and Funding and the American Hospital Association (AHA) Annual
Survey of Hospitals as.analyzed by the AAMC Division of Health Care Affairs.

For purposes of the tables in this section, a hospital is considered a teaching hospital if it meets
at least one of the following criteria:

• a medical school affiliation reported to the American Medical Association;

• a residency program accredited by the Accreditation Council of Graduate Medical
Education;

• an internship approved by the American Osteopathic Association (AOA): or

• a residency approved by the AOA.

All members of the COTH are considered academic medical center (AMC) hospitals. There are
three categories of AMC hospitals:

Integrated. Integrated AMC hospital refers to a short-stay, general service, non-federal hospital
which has a signed affiliation agreement with a college of medicine accredited by the waison
Committee on Medical Education (LCME). The hospital must be under common ownerShip with
a college of medicine or have the majority of medical school department chairmen serve as the
hospital chiefs of service. or have the chairman responsible for appointing the hospital chief of
service.

Independent. Independent AMC hospital refers to a short-stay, general service, non-federal
hospital which has a signed affiliation agreement with a LCME accredited college of medicine and
sponsors or significantly participates in graduate medical education.

VAiChildren'S/Specialty. VA/Children's/Specialty AMC hospital refers to a federal or non-federal
hospital that is not a short-stay, general service hospital, but has a documented affiliation
agreement with a college of medicine accredited by the LCME.

Questions regarding the AAMC data for Housestaff Stipends, Benefits and Funding should be
directed to Ingrid Philibert, Staff Associate, Division of Health Care Affairs, at {202} 828-0497.
Questions regarding hospital operational and financial data should be directed to Keviq Semn,
Research Associate. Division of Health Care Affairs, at (202) 828-054'.
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A declslDn:may,~:~~e onth~S'PfOP9Sal~bY:f.1iy;~.:~DuQ~ilh~s·
not .been 8nnou~ pUblldy., A~UTA't18~1,.8rrt.dlth,~t~e:I,~.~hlPof
tl)e: FCCis'repoite~ly~ns~eril'lgpr~po~al$tha~ w~liIld'targ~' •,:'
mul~llne business'customerswlth major..lncreasesinth':SubiCrlber
Llne;Ct)8rges (SLC).. ~ .Qrd:ertqgen~rat~qe'.dy:$3'bijllo6;!Iii"" .
addition.:, ~,~tiu,,~' This re~nu8 w.oul(j '.i)8 use<2'tC),sub~!Z~:iIl~e
~g and; 'a~ss 1O,thenetwockJorput)Uc~·1'2 $d1oQls;and '. .
libraries~.ccesstothenetwork for F.Uial:healt~ Care facUltlBs,.and:
iriet8a~es In IIfeUne,:seNice. ' . '. ; .

The Tel'.communk:atiQns, A.~.O.f 1~96re~\J~&.,the'F¢q:~~s4b~~hruI8~
for diSCountedtele~on:'s~rw;C8s.for K~,1'2.. ~~hQOI$:.: Ub~al1l!$i~n~ ruml '.
~ealthJacllltles. su~idizedthrQugh ,the. UnNersaI:Ser.;ceiFund';
H.owewr, wlringlsncileallEid for in thislegI$I'Uor, "

U.ndef the proposaJbelnQI.prom9ted by the C~aln:rianotthe:F¢C.the
followingincreases:eoulcfoccur: .

• '. The. cap, onbos1l1~$S .~uIU41ne· $u~~~(,Llne ~~~~e$~tCl
m.ay. be raised froro $SParline to $9.50' per Iilll~per montJ:i. Jnclucilng
Centrexillnes. . . . .

• A'Pre-SUb~~~d:,l1l:Ie''(PSL)'surchlrg,~~I,.~t!lrtlpo"d,qri
buslnesiusers. th' ~l:Qeisaritlclpated:af$4:::~O'~fro~I~llne
b~SU,8sS:'line.The ~.50permontb charge WQuJd'alsoapp!:yto'each
CentrexUne. .

• .The ~LC cap i()n,S8COnd:reSldential.tur~BSmaY·~.J~L.<rff9r:n ..
$3,.50tQ.$8.00 pirmprith~ This wUt affeCtuni-.e(Sityempl:oye~S8C)d
stud'ents who telecommute. ,
'! . '.. .

. ·1 ' ,", .

• Ce.llulaf, pes; alid paging customersm~ybe, aSSO$seda,$1i:,OO
pefte.l~phone number per month "unlversalsef\lice soclali'sgsnaa
obUgaUori-fee.

According tothelnfQrrnation. ACUTAhas li8~e~d;.l ~P~:~~fcornour
Initial 8nal~lsthat • uniwrslty th.at has 10,000 Centrex,bnes would
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C~ +DA.,. .A--\A- ,~~
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be2oJ:> .

I ,., : . t' ,I .

l~your:unlwrsJly,is CQn~me~ abO.utttlls:.~tel;l11I1F~ugec98t .... ,
1n,ct8a~~lwe urg.e you:to~9rk w,ithiyolJr,Iri~~u~iOij'.Sle~d~~hlp}lnd
Q9wmJr1ental reI8Uon~departmen~imr:!'edl~,elyto. e~r'S$yqur '. . '.
oppos!t'On. Time ~Qfitheessence. ~<?rr.~$~ol'lden~:m~~~;~dr~ed ..
tQ the,.•.dl of thefollQwlngFCC. Comrri'isslOn.rs,.a:r:ldsbo~ld l)efa_d to:
them as;sOon as p()Sslbie.Il1slmp0rtaijtto~ritetqallof)he ....•..•... ......•
Cl,)mmisSlOners. n~ juSt the Chairman. Their·nam$s and:::fax numbers: are
IS follows:' . . .' . .

be.ffe.dld as follOws: S3~50.permonUl:potenti8HncrJise InSlj;:C.
$4.50 ~r montho'ewfi'sLtotBl:ing.$8:,()Operilr,e:irlad~dltkin81fees;.ot.
S80.000:'lla~dlUon:~1~8r,g,'$;permontil:;.':It.~··,~p()rtant:t~nole.·thaf .G)
these Ire estimate~,an~theaplusl eff~d may val)'.

Inte~te access cha~es are/also .pI8nrle~~~b~:ClJt~0;}~O~1ntbe·
first 18''', (8sultlng b;\osl:8C?c~~eharg~;~~nue:'l:'h.ti~le~~~Of
thea. changes wUI,'be,dtamatiecostIncrea~esJorbusln,ss U~~liSj

IncllJd~;:h~her 1d~~tfQn,lostilu~AS~ Y~~Us,~!J~b~~: 9f;~.: :A9UTA
leg~I~~.~g~la~lY. ~altsC:0rnrnltleeh~ve Etstlln~~~~at.~.1i' '.
IndMdualunlwr$lty could ,suffer a C4;l:mbln.a,tlono'costln~8~S,lnd

lostrewnue 18ngklgbetw~en S43,ooo.and $2S0,OOOpefy881< "
<y'~tJ l:y~e:- CoL ~..b~

1T~~~ 7

Sbli:n1an:Reld'·e>Hut.dt .:, •• ". ."F.J.t:,!202-418~2801,· . :
commiiiiiil9n.rJamu:·E·;.·Qu.lloi ..·•..··.·Fax'202~1~2&Q2
cqm~ri~r:R~CI1eue.B:;:qtl"o,ng··.·.::······F,a)C:~Q2~18r~P
CommlSsloner:Susan:Wess" .>' .... ·;F8X.202;;.l~282:t:'

".' . "0'" . '. , "," ,,' .. ' , , .

MaUingAddress ·forthe Commissioners:

~:~:r~,:~":~wtions Commission

WaShington, DC 205'54

Plea~o.ot8 .Uh8top~of ea~ lett~r: "~:p~8¢~~mIiQ~~C)~!nCC
9o~~t~Q, .•~26~... F:'18a~~,cPPY· alll$~.rs:~Q.~Qrn~y:,~.q.,;: ...
~tFU:I;292~331~~854, .·~SQ~p)'thelettBr·tO ·JEtffSem,n·~.~.
·AcU+Aoffice';Fax#60e;.278~32e·8~' '.. . . .... .... ' '.

'. . " " I_ • ,:': • ~- .' - ". " •., ',' .' .~. I' 1 ' I' • " '," , •

II) additiOn.:wesuggest.you consider¢pylng ,ttllsl~ttertol.yOur<,.

stati's .tWo.•Senatois •.and"the ·Member.~of'eoi:lgre$SfromY9.urs¢hool's
dlsvict. ,.he ConQ~#:shO~ldbe.mad~:awa~tif;theF,99(~pl!n~ .
targ,t 'business user:sdiSpl'(lpodlonatelyln aneffo.rtto, ach~loethe
uniwr,al seNce social, agenda.

."I . • " , -I. ', ,..' : ~". . ., 'I •

More. k"ltOrmatlon.·on .Universal.SerMce.and 'AcCess Charge RefQmtts
.vaIi8bl.~fromiUle·FC~ Web site. \II'NW;fcc,gpv;:'y()u c.n':te~~·the·fCC
Web'sk8 ·throughtl1e~CUTA We~ ~e~ 'www..,aCutaiOrg,~rolJgh .•~lihk
from, the LegLllaliwiReg,ulatory section. ..

JerlA. semel'
e.cutl.,.Olrector
~soc:l869nof College.a.Ad ,Uoi~(Sily
Telecommunications Admlnlstr8to~ (ACUTA)
152 W. zaild.llleD~., Suite 200
Le)dngtO,.,}(Y 4PS93
Phone: ;(eoe)278~3338

FI~,(eOe)278.328~
E"Mail:.jsemerSaeu".QJ:g
WorldWIde Web: :htlp;/byww"cuta..Q[J1
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As we wro~e in our note y~s~erday, ~e expect an access cut in the $1.5·S2.0 range
on JUly lac. $1.7 billion is th. number ~urrenr.1Y belng Qi8cU~.e~. and 1e 1s the
amoun~ AT&T h&. p~amis.Q the IXcs would p••s thrQugn 1n rate cues. That 51.7
billion comes f~om two SOUrCQ5. PTicQ-cap red~ction~ woula contribut~ Sl.4
billion, A~ a result of a higher productivity !~ctor, probably 5.S~ ~nd prob~bly

ret.roaceive eo 1996, and Soma disAllowances. Abou~ ano~her ~300 million would
rSGulc from 1ncrea.e. in subscriber Line Ch~rge~ ISLe) an mul~1l1ne busine55e~.

~h.t entir. amount is ~va1labl. for ~hQ IXC. to uss fer rate eu~s, ~inc. ~h.re ii
no offsetting n~\J UnivQrs:al sQr~rica obliga.tion till Jclno.n.ry.

In J~uary. the UniversAl Service Fund ~or schools an~ 11brarl@$ should begin eo
ph~$~ in. w~ expec~ che ul~1mke~ to~~l to b. ~~.25 b111ion. bue ~ gradual phaa&
in i~ likely. Th@ 1997 ~oun~ may well be in the $1.2-$1.5 billion rang~.

Assuming funding is basad on ree~1l 1n~ers~ace and in~raz~~~e ~evenues, we ~x~.oe

jU$t ~n~er 40% o! the amount eo b. funded by ch@ IXCs, jUs~ about 20' D¥ n~

participants likQ wix'ele.s ca.rriers, 0pQr~tor sQrv1ees. and CLECs. &nd just over
40% by the LEes. It is impor~ant Co note. how@v@r, tha~ ~he L~CS- cor~~i~Jt10n

b~eo~es a n~ expange taceo~ i~ the pri~Q-cap formula, Which ~nacle$ ~O$r. ot it to
be passed ehrou~h in ~cc~s~ charges. sp~cifically. 8S~ or che LEcs~ ~ontrtbution

ca.n be poil~••d through as .a n8'IJ r."4m1.1B requirwrnlione in pricQ c:ap~. and, ,:hul:.
ul;:imat:Qly it: 1,l1nds up CQin9 fUllQad. =y che IXC$. Th'otl;, if t.he Funa in 1997 wer~

51.5 ~illion, th~ IXCs would pay ju~t un~Qr $600 million dirQctly and rouqhly
o.nDC 'er $500 n\il11on 'Chrollgh Aa.ccess !lowbaclc,1J rot' a 1;ocal or !il.1 billion_

H lping the IXC5 ~Qu1Q b. the second phase of s~c 1ncr8ases. which .re revenues
t at cOI~e in eo ~he LEes from &nd us~r~ a~d result in 4 lowQr a~CQSG revenue

quiramant to b~ funded Dy r.he IXC~. Thus, the ed\Lcation Fund will pass throu9h
~he price-cap formula as an incre~~ed revenue raquiremQnt: and ~he SLc raise ~s a
de~re~sed ~eVenue requir~.n~. ~he JAnu4ry po~~ion of th. SLC inCr8&•• should
Amount to aboUt $500 million, oftse~~ing the .\Access !lo~ba~k.a Th~ IXCs ~o~ld

also be h.lpea b¥ a r.Quc~iQn in their contri~Jtion co current hi9h-~os~ s~ppor~.

LEes and new carri@rs will take over part of th@ obligaticn the IXcs carry alone
to~ay. saving the IXCs about S300 milllon. Thus. it th~ education Fun4 1~ $1.5
billion tor 1~9!. ~he IXCs= net ne~ burdan would pe 5300 million: Sl.lbillion in
direct and ace.as flowback Gon~ribucions. minus $500 million in ;~c bQnetit.,
minus $300 million in high-cost ~educcion. If it is the full $2.25 billio~. the
IXC5 would fund abcu(. $850 million directly. ACOUt .nQ~h.r $850 m1llion ~hrQ~qh

~cce•• flowback. and wo~la ~~~ll only see $500 million in SLC benefits a,nd $300
million in hig-h-co$l:. reductions. Their nat burden then lJoule ):)e~ome about: $900
million.

Also on Janu~ry 1, 1998, we e~p.c~ th. neW PIce charge to b~9in. ~hi& rl4~-r~C8
charge is Paid by the IXCs to the LEes for all their pr.~ubBcrib.d lin&a. In
return. ~he LEes will lower th.ir per mi~~t~ ch~rg.~ by .n ~quivalent amount,
minus theit' new net burden fer UniVersAl Ser-"'icG!. Wt;l expQc:::t t:he PICC to amo~nt

Co about 52.5 billion in total flew charges. Tha~ assumes ~he 1arges~ componanc.
,the $4.50 per-moneh per-line charge on bu~in~sses is noe reduced or phased in
~r.dually. Oiven che oppos1~ion of some businesses t:o the inCre4SQ in f14t r~&8.

ana l:.he d.iscomfort eoltlf\'lissioner· Cbong 1:~s voiced. a graduo.l phasQ-in ili oil. 'rlitil.l
~oa~i~ility. R&~ eonC4rn is ~h&t small businesge~ that: ~e few l~ng dia~Ance.
calls and. &harafore, ~111 see li~tle in ~he way of per-mlnuee savlngs. w~ll wl~nd

up ~~~h larger phon& bill- 4& ~ ~.~ulc of the incre6se~ per"lin~ rates. VarioUs
options haVe bean sugg~.&ed. ranging tram A 9raaual ~h~$~-in, to A $2 CAp 1n~tead

or a $Q.SO cap. to a S~ cap tOT Qusinw••eG with ~ s~a~l number of lines, e.g.
te~@r than 10. The $2.5 billion to~.l in new flat-r~~~ charges alao &.8um.~ the
residential cha.rge reItlains a.t: it:$ eurrlint l'~"el of .bout: S. SO on prirclary 1inE!l& and
rlses co Sl.50 on secondary lines.
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We ~ould expect ATkT eo reduce it. pQr ~1nue. rates Co its eU8t~.rs to the .x~.nt

~ha~ i~ can pas. th:o~;h che new flat r4te5, minus its r.5idu~1 contribuClon to
tl'l.Q Qauc::a.1:1on Fund.. Ass:uming a pass ~hro1.4gh of $1,,2S billion or 50' of toh. PIce
in flat rat.Qs, and A:!Is\Jllling !l S300 Illillion net hur~er,. the !Xcs: coUld pAi:Sl
through just under $1 't.Iillicm in per 2lIinut.$ long di.t.~ncR :-.1::.... blil¥ond the cuts
tha~ re.ul~ f~am price-cap ~ecreases. If th.y manage lOot PICe p_ss through, ~he

IXCs wo~ld b. 4Qle ~o lower p@r m1nu~e r.te~ by .n addit.ional $2.2 bill1e~,

InclUding ehe .Tuly reduction of Zl.! billion, per minuterate$ ~ould fAll by .t
ma~t about $4 b111ion. Tha~ is abou~ Ol1e third of s~1~ch.d &~C.S5 char~es, and
woul~ br1ng ~he acc@ss race ~o 6COUt 1.8 ~ents on e~ch .n~ of a call !ro~ 2.7
cen~s. Counting both ends of ~a~h c.ll. that would reeul~ in & 1.a Cent or 12%
r~duction in long-distan~e rates per minu~., glven ~h.t ~VQr.~e reVenUQ per ~inute

is IS CQnts. Were ~he IXCa able to pas. throuqh only 50% of the tla~ rat@, the
reduetion would b. Sl.2 billion less, brin~ing a~ce.s doun cy only abQ~t 0.6 cents
.~ each end of & call. and bringing long-41stance rat•• dc~n by Si on'4v~rage.

Finally, were the full edueae10n run~ impl9rn~nCe~ January l·~, wi~h a net IXc
Durdcn cf ~bcu~ ~900 ~illion ~ollars instea~ of S300 million, long di.~anc8 ra~es

c:ould fall only by only cU?out 1 cant per In1nute or 6'.

The net ~ost co the LEes as a 9roup is likely to be $1.4 billio~ in pr1ce.oap cuts
he9innin~ July 1997. We .xp~ct the LEes' contribution r.Q ~h@ education Furld to
essentially net aut. with 'the added rItVl;?n1.1e~ from SLC increases, as Ionl:' as eh.
Fun/! in 19;,~ is orlly 51.5 cillion. Ji:V..n if th. full Fund Mer", implement;ed, cheir
l?xpo$\J:re ~.ould. only be very small, b.c:Ja.u~l! 1t would be 15i ot' .any .sznoun~ ..bove t:hlil
SLc increase. The rest beec~e~ ~cc~ss ilowba~k t;o ch. IXCs. ThQ LEes will have a
new ocligAtion to the current hiih-cos~ Fund, but we expect. that to be only in 'the
5200-5300 million range. Th~ flat ratinQ ot same par-minu~e aCC8S. ch.r~Q~ should
be revenue neutral, though there ia & sligh: nggative fur.ure impact from basing
acce.s revenue growth on slow-growing lines instead of rapi~ly.growing m1nutQ~.

The incentive to bypas$ LEes a180 eh&h~es. A- per-mihu~e rat.a fall, it becomas
somelJhat. less 1::eroptinli for ca:t"t'i.:r's to move traffic frortt swit;ched 1:0 d@~iea.c.etl

aCCeS5. en ~he o~her h~n4, for multi-line ~l5ines5 @nd-users, ~her. ~y be an
incentive to meNQ to ~n ~lterna.t.& local c!l.:t'rier. 8apClcioll.lly tQ give thl2 ent:ire
~~coune to an Ixe, if th~y can avoid the hi9her SLC and PICe by doing cha~, bu~

~~ill enjoy the nQW, lo~er lQng-distancQ rates.

For CL~C9, t:he access order is li~elY t.o be A mixed bag. The ~ut in per-minutQ
accesS ch~r~.s &$ a whol~. and th~ inc.n~ivQ to ~o~r~ bU5in~s~ account.s co IXCs, le
not. favorab1e to tha CLECs. However, some of the TIC (t~ans~or~ interconnect
~h~rg.) is being moved into LEe candem-cransport r&~.s. Th~5, c~~es will have a
higher p~ice umbrella over th~1r tr~nKing and tAndem s~itching busine5S. eVan
whilQ th~ overall price umbrella on switChed access is D@ing low~r&d. The ordeT
is proeaoly also e~s1er en ~hose c~rri@rs who can off$r a full produc~ line chan
~hamQ who•• ~~im~~ businQ~s is acce5S hypass. Ha"ing 5~id thac. WR ~Qct rnos~

cLEca ~o ~o throuah a period at 4dju5~menc.•~ ~h.y r_confi~lrQ ~he1r business ~o

make ~p for disappa~r1n9 opportunitiw~ and take advan~age of new ones.

It i; ~ch ~ore difficult to pre4ict wh~~ ehe pic~ure will laak likQ p~s~ January
E9caUK~ of ~hQ higher produc~1v1ey f~ceor. o~& would .xp.c~ cha~ ehe~. will be
~nother large price CAP re~~c;ion n~xt July. though probably no~ qui~~ as larg9 as
tni~ ~ummex's ~1-4 billiofi. However, over che cou~se of ~his summer And ~&ll. the
FCC will have sQver~l proceedings that eo~ld impac~ ACC&SS charg$~. Th~y will be
loo~lng at ~h. right of th~ L~C. co racQver their ~mbQ~ae~ co.c. a~ pricing
flexibility, dn~ at separations. All of ~has~, especially the Qmb8~~Qd coSt
iS5U&, have s.rio~s ~pl1ca~ion. for acce~s charg&. as ~.ll 4S for universal
s~rvi~e. The new rural/high cosr- Fund ~ill 41$0 be aeslgn.d over the next year.
and will probably begin to phase in by next SU~er. Oepending en it5 de5ign. tha~

Fwnd ~oU1Q cre&~e sub£~an~l~l transfQrs from IXC£ to LEes, from low-cos~ LEes to
hj,gh-co.t LEC., and fronl eLEC£ tc::> high-cost. LEes. l?re15\unably, bUt. not
n~c@8sarl1y, ~he trar~fers be~Je~n LEes UoUld flo~ ~hrou;h Che price-e£p form~la
in a way that is r@ve~u. neutral for ~h. I~C5, :n othQr word~. ~hQ contr~bu~~~

LEca l.'oUld. develop a highQ% rli!VQnu~ rQ~ir~lI\"ilnt'. l:>l.l.t. the I..li:Cs tha.t 41:'. net: qa.lners
from the high-caGC ~ncl would have a lower revenue requirement. in their prie&.c~p
c.lcula~ion. To the extent t.hat ~he IXCs cont.ribu~e direet.ly eo th~ higrl-cos~
Fund, chat also would create a lower pr1ce·cap reVenu~ reqUirement for ~ho$Q LEGs
who ~r. net 9Ainer. from ch~ Fund. Assumin~ ~he !XC~; FUna contribution is fully
offs.~ by lO~Qr aCCQ~s charges, che IXCs should ~e in & position 49a1n next July
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to provide a. rat.e cut ba.sed on p;rod.uc::~tivit¥,-based oioc:cess reduct: ions . P:r."u.r"
trom a~tual or impending Regional Bell long-a1'tqnce antIi· is li~ely to reinforeQ
t.he liJ.eI!Hhood of .a. cut. However. lJith so many important p1:"Qcge~ings oV1ead, and
lJieh three new Commissioners likely to c:o~e on coard by this S~Qr, ~he pict~r~
is ve~ blurred. 1ndQec_

Key variable$ in che upcoming order:

The size of the ,pri~e-a.p rQduc~ion will translate most directly into ~cc~ss cut:s
ana long distance rate autB. The bigger it is, thQ ~~t!$ for the LSCs, CAP~

{competitive acces~ providers}, _nd the beteer tor the IXC$. who benetlt from
.tirnulatio~ as ~hey lower their rates.

The sizQ ot the ,iLc increasl!, which is pa1a by end users and 18 a net gairl eo the
!xcs. is also ori~i~al ~o ~he IXCs. It is rQvenue-n8u~r41 to ~h. LEes. The larger
~he SLC increase. the ~or. per-minute ~cce5S chdrges can d!op without hurting the
LEeS and the ~ora long-distance rar.es can drop without roJrting ~he IXCs.

The PICC eharge i£ also impor~.nr.. although it is revenue neut:ral to the !xcs.
Lics. and end-users in ~o~~l. I~ aonVere~ some per-minuce access rates into tlAe
monthly rates and can. at least in p~rt. :~qs~lt in lowqr pQr-min~te lQng-distance
rates. Th~~, in ~urn. should s~imulate growth of long-distancQ craffic.

Th& size of the education Fund is critical to che IXC~, wirQless carriers, CLECs
and oth~rs who wind up p4ying fo~ it. It is leAst important ~o the LEes. aS$~ing

r.hey C.l'l. pass its cos~ through to the IXC:8 vi. 4cc:ess cha.rges. that: is. assuming
th& price-cap formula is not ~odifi~d to prevent the ~Ec~ from passing it through
as an exogenous cost faceo? It is, thu$. alpo crieieal to se~ whet:her ~he FCC
modifies t:he pricQ-cap formula ~o pr.v~nt mos~ UnivQrs~l Ser~7iee obligaciohs fro~

ulcilnat:ely fa.lling back unto the IXCIiI.

We are ~aint:aininq our HDLD rating$ on A~&~#. MC!'. and the Regional B@lls.
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April 15, 1997

Honorable James Quello, Commissioner
Federal Communications Commission
1919 M Street, NW - Room 844
Washington, DC 20544

Dear Mr. Quello:

SUNSHINE PERIOD

We are writing in strong support of the meaningful discounts
for libraries and schools as envisioned by the Federal-State
Joint Board in their Recommended Rules published in November,
1996.

The Recommended Rules allow libraries and schools significant
discounts for telecommunications and critical non-telecommunica
tions services necessary to assure that all of our public
libraries and schools are connected to the Internet and other
on-line resources that are critical to live, learn and work
in an increasingly information-driven world.

Congress passed the Telecommunications Act of 1996 with the
clear intent of insuring that libraries and schools would be
able to access the latest technology. By allowing significant
discounts on telecommunications services, local wiring and
Internet access, the Joint Board has accurately recognized
the needs of poorer schools and libraries that cannot afford
the internal wiring necessary to connect with the Internet.
By allowing telecommunications companies and non-telco carriers
to compete for the discounts, the Joint Board has also recog
nized the need for diverse technologies to serve the diverse
urban and rural areas of the State.

We in Illinois are fortunate to have strong support for such
a discount. On April 10, the Illinois House approved HB 707
(Telecom Bill) with a 115-0 vote, thus making public libraries
and library systems eligible for the same discounted telecom
munication rates afforded to other educational institutions
included in the Public Utilities Act.
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We in Shorewood have strong support from the Shorewood Area
Chamber of Commerce for Internet access. However, the monetary
portion of the commitment is dependent upon the success of their
annual 4-day festival, which in turn, is dependent upon the
weather.

Thank you for your attention to this important matter for our
libraries and schools -- and -- ultimately for us all, as a
better educated community benefits everyone. Please do not
hesitate to call if we can be of any further assistance.

Sincerely,

$~~~
Mary F. Thomas,
Director
The Staff and Board of Trustees

MFT:sg


